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COMMONWEALTH OF VIRGINIA

STATE CORPORATION COMMISSION
AT RI CHVOND, AUGUST 16, 2001
COMMONVEALTH OF VIRG NI A
At the relation of the
St at e Corporation Comr ssion CASE NO. PUE010306
Ex Parte: In the matter of
consi dering requirenments
relating to wires charges
pursuant to the Virginia

Electric Uility
Restructuring Act

ORDER SETTI NG HEARI NG

The State Corporation Conm ssion (“Comm ssion”) instituted
this proceedi ng on June 13, 2001, pursuant to our obligations
under 8 56-583 of the Virginia Electric Utility Restructuring
Act (8 56-577 et seq. of the Code of Virginia)(“the Act”), to
establish wires charges for each incunbent electric utility to
be effective upon the commencenent of retail custonmer choice in
the selection of electric suppliers. Qur June 13, 2001, Order
Est abl i shi ng Proceedi ng, anong other things, directed each
utility initiating retail custoner choice in its service
territory in 2002 to file a wires charge proposal that, at a
m nimum details the issues of timng and coordi nation of

adj ustments, market price determnation, and rate design issues,


http://www.state.va.us/scc/contact.htm#General

and directed the Conm ssion Staff, and permtted interested
parties, to file a response to the utilities proposals.

Wres charge proposals were filed by Appal achi an Power
Conpany, d/b/a American Electric Power (“AEP-VA’), Virginia
El ectric and Power Conpany (“Dom nion Virginia Power”), and the
Virginia electric distribution cooperatives and the Virginia,
Maryl and & Del aware Associ ation of Electric Cooperatives
(collectively, “the Cooperatives”). The Potomac Edi son Conpany,
d/b/a Al egheny Power, also made a filing, although not a wires
charge proposal per se. It stated its interest in the concepts
that will be developed to determ ne market prices in this
proceedi ng, but noted that it will have neither a fuel factor
nor a wres charge in effect during the capped rate period of
t he Act.

Responses to the proposals were filed by the Staff, AES
NewtEner gy, Inc., The New Power Conpany, the Virginia Conmittee
for Fair Uility Rates and the O d Dominion Commttee for Fair
Uility Rates, AEP-VA, and the Cooperati ves.

In their filings, all parties and the Staff recognize that
the determ nation of market price for generation is critical in
establishing an appropriate wires charge. The Staff noted in
its Report filed August 6, 2001, that AEP-VA and Dom ni on
Virginia Power -- Virginia s two |largest investor owned el ectric

utilities -- possess very different views as to the



appropri ateness of the use of forward/future-Ilooking data for

t he purpose of market price determnation. Staff generally
agreed, subject to certain caveats, with the approach taken by
Dom nion Virginia Power in the conmpany's July 17, 2001, proposal
as it relates to nmarket price determ nation. The nmjor caveat

i nvol ved the divergent opinions held by AEP-VA and Domi ni on
Virginia Power as to the appropriateness of the use of
EnronOnl i ne! forward data for the purpose of deternining market
prices pursuant to 8 56-583.

In its proposal filed July 17, 2001, AEP-VA asserted that
the use of futures prices at this tinme is “premature and
i nappropriate.” AEP-VAreiterated its viewin conments it
subm tted on August 6, 2001.

The Conmission is of the opinion that the divergent views
held by Virginia’s two [argest investor-owned utilities as to
t he appropri ateness of the use of forward | ooki ng EnronOnli ne
price data for market price determ nation should be reconcil ed,
if at all possible. It is a key concern that nust be addressed
before the Conmmi ssion can approve an appropriate nethod for
mar ket price determnation required to inplenent retail choice.

According to the Staff Report:

AEP- VA and DVP di sagree on t he
appropri ateness of the use of forward |ooking data

L EnronOnline is a wholesale electric energy tradi ng exchange avail abl e on the
I nternet.



for market price determnation to effect retai
access. AEP-VA clains futures prices are
“currently too thinly traded to provide reliable
i ndications of the cash price the Conpany wll
actually face at the tine of the sale of power.”
DVP, by proposing on-line exchange traded forward
prices and pointing to what it characterizes as
reasonably close bid-offer spreads, asserts that
the Enron data represents prices in a market that
Is sufficiently liquid and appropriate for use in
this task.

Staff recommended that the Conm ssion require both AEP-VA
and Dom nion Virginia Power to speak further to the bedrock
i ssue of the appropriateness of the use of EnronOnline forward
data for use in market price determnation. W also note that
Staff’s inability to gain easy access to the EnronOnline data
rai se doubts about whether markets for electric power are
devel oping in a manner that pronotes price discovery and price
t ransparency.

The Conmission will convene a hearing to receive evidence
on the issue of market price determ nation. Since both AEP-VA
and Dom nion Virginia Power possess whol esal e trading
organi zations within their respective corporate famlies, we
will require that each of these parties file testinony sponsored
by at |least one fully-qualified witness particularly
know edgeabl e in these issues. That testinony shoul d address

the three recommendations listed in Section VI of Staff’s August

6, 2001 Report as set forth bel ow



1) Dominion Virginia Power’s proposed nethod should be
seriously <considered for adoption for as large a
geographic portion of the Commonwealth as possible,
subject to the eventual RTO structure applicable to
Virginia and the caveats expressed in Section V of the
Staff Report relating to transm ssion cost adjustnents
and base data collection tinme periods.

2) The Comm ssion should further explore the bedrock issue
regardi ng the appropriateness of the use of EnronOnline
data for the purpose of projecting market prices for
generation pursuant to 8 56-583.

3) Should a market price determnation nethod based on
hi storical data be adopted for use in the AEP-VA service
territory for 2002, such a nethod should be that nethod
approved by the Comm ssion for the AEP-VA pilot in Case
No. PUE980814.

In addition, Staff and other parties who desire to offer
evidence at the hearing in this matter shall file either
testinmony or additional comrents, provided that any such
comments are sponsored by a witness who will adopt such conments
and will be available for exam nation at the hearing.
Accordingly, IT IS ORDERED THAT:

(1) A hearing for the purpose of receiving evidence
relevant to the determi nation of nmarket prices for generation,
pursuant to 8 56-583 of the Code of Virginia, is scheduled for
Wednesday, Septenber 12, 2001, at 10:00 a.m in the Conm ssion’s
second floor courtroomlocated in the Tyler Building, 1300 East
Main Street, Richnond, Virginia.

(2) On or before Septenber 5, 2001, AEP-VA and Domi ni on

Virginia Power shall file direct testinony by appropriate



W tnesses as specified in this Order on the issue of determ ning
mar ket prices for generation for the establishnment of wires
charges, and addressing the three recommendations listed in
Section VI of Staff’s August 6, 2001 Report.

(3) On or before Septenber 5, 2001, the Staff and ot her
parties to this proceeding may file testinony or additional
coments as specified in this Oder.

(4) Testinony or additional comments in this matter shal
be filed with the Cerk of the Comm ssion, c/o Docunment Contro
Center, P.O Box 2118, Richnond, Virginia 23218, in an origina
and fifteen (15) copies, referencing Case No. PUE0O10306, and one
copy shall be served on each party to this proceeding.

(5) This matter is continued for further orders of the

Conmmi ssi on.



